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The largest income share, compensation of employees, ad- 
vanced for the ninth consecutive quarter to a seasonally 
adjusted annual rate above $237 billion in the spring of this 
year Increases of $2% billion and $4 billion at annual rates 
in the first and second quarters respectively compared with 
a $3 billion advance in the final quarter of 1955 and gains 
billion in the preceding 2 quarters 

The 1954-55 rise in national output having been paced by 
sharp increases in manufacturing activity, the growth of 
employee compensation was generally more rapid in the 
manufacturing industries than in most of the nonmanufac- 
turi This pattern had been reversed by 1956, the 
bulk of this year’s further rise being widely distributed among 
nonmanufacturing industries 

Proprietors’ and rental income, at an annual rate of $50 
billion in the second quarter, extended the advance which 
began early last vear The latest gain reflected an increase 
in entre preneurial income from retail trade, some branches 

onstruction, and professional service Net interest pas 
at an annual rate of more than $11" billion, continued 
nerease which reflects a substantial rise in debt over the 


averaging S*b 


cvroups 


past seve ral years and, in recent quarters, some advance m 
interest rates 


Corporate profits lower 


\ ificant departure in 1956 from the pattern established 


during 1955 among the various types of natior al income 


compone nts has been the absolute and relative decline in the 


corporat profits share ince the final quartel of last 
mensured for national (Come Purposes before 


na exclusive ol mventors rains and lo ‘ | 


mated at a second quarter annual rate of S40 bi 

nt below the je ak reached in the final ql 
lower wid total 
thie total 


i imdustrial composition of the 


national income uy prolit 


Some of this decline 
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income which have been discussed above, The 


and particularly of 


national 
lessened importance of manufacturing, 
auto manufacturing, in the total has tended to reduce the 
all-industry average ratio, since profits ordinarily account 
for a higher percentage of income originating in these indus 
tries than in the economy as a whole Such other shifts as 
have occurred in the industrial structure of total income do 
tendency In addition, the 
prolits fraction of income appears to have drifted lower sine 
late 1955 in a large number of individual lines of manufac 
turing and trade. Profit ratios on both the manufacture 
and the distribution of autos fell with the reduction in de 
mand; in other important instances, sales expansion seems 
hot quite to have kept pace with the rise in costs 

Like the prolits component of national meome 


not seem to have offset thi 


before aX 


profits inclusive of inventory gains and losses also showed 
declines after the end of 1955 Since inventory gain 


amounted to around $3 billion in each of the past 6 quarter 


have 


before-tax profits have moved about parallel to the adjusted 
prolits share, reaching ih Seu onally adyu ted annual rate ol 
$43 billion this spring Inventory 
billion larger in the second quarter of 
however, and protit 


rains were roundly $2 
1o50 than il youl 
showed it 


earliet including these gain 


similar increase over this 12-month period which was not 
reflected in the adju ted share 

In thre absence of chan in Federal income tax rat 
recent movements in corporate income tax liability and in 


after-tax profits have matched those in before-tax profit 
At a $21 billion annual rate in the 
$2 billion from the peal 


1955. but up S1 billie 


econd quartet net 
mcome alter taxes was oll almo 
recorded im the closing quarter ol 
from the second quarter a veanr a 

\ nm result of the eompat live hort term tratorlity 
trend 


upswing ana ul equent contraction im falter 


criy dend py ments around 1] ‘ pandin 


were mirrored in the eour aned 
Phe impact ol ip i vu avn 


in} thie latter Vel part al 


Pable 4.—National Income, by Type of Income, 1955-56 


National income 


(Compensation of employees 
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Proprietors’ and rental income 


(Corporate profits and inventory valuation adjust- 
ment 


Net inter 
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trend rise and 
tained earnings for 
than a year earlier 
Undistributed profit 
of $9% billion iw the 
over $10% billion | 
Although corpo 


Disposition of After-Tax Profits 
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rather wide spread along the component 


rory, where it Was 
noted moreover, that 


groups. In this connection it may bi 
the first-half rise shown for manufacturing was smaller and 
the decline for the “all other” group was no less si ip than 
those seasonally exper ted for this periwod The previous 
seems to have slowed in ne communications 
tho he interruption 


growth trend 

publi utilitie 
much less marked and both the ro! (pat 
duru 1955 and the hesitation a i in of the 
reflected 


division also 
iOonwary 


tendenes 
vear were masked by seasonal moveme! 
in table 5 
Profit 
the pattern of retardation, as did those in fi 
all other’’ roup In these case the underiyin end of 
prohts seems to have strengthened 
shifts from 1955 to 1956 


in mining and transportation kceptions to 


ince in the 


omewhat this veal 


Broadly speaking, the significant 


ponded Lo 


Corrs 


of profit nave 
minating in the 


mm the industmal structure 


the movement ussed above in income Gi 
Various industri 

\Mianufact i 
conutraseasonally trom the first halt 955 to the 
showed little further mov to mid IYob apart 


al seasonal changes neipal 


industry profit fier having advanced 


second 


renerally 
from creption 

itomobile industs ito protit iit rough 
i tol easonal variation f harply 
final quarter last year, but then recording 


two suces quarterly decline ear when 
ubstantial increases have u These develop 


| 


contributed materially 


ment he over-all 


lable 5.—Corporate Profits Before Tax, by Major Industries, 
Half-yearly, 1955-56 


All industries, total 20.1 16 
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‘inancing Lorporate Kxpansion in 1956 


" 
hx PANDING demand for capital goods by corporate ume ot liquid asset holdings wa 
business | 


at a low point for the post 
war period after allowing for 


as provided a major impetus to the high rate of easonal influence 


general business activity m 1955 and 1956. 


Business 
Corl poratior 


spent a record sum of $13%% billion on plant and Internal Financing 
equipment in the first half of this year, one-fourth more than 

in the comparable period a year ago (table 1), and if current Corporations normally finance tl 
plans are realized the total for the full year willamount to $29 Investment 


billion, almost $5 billion more than in 1955. With produc sources 
tion and sale 


e major part of they 
programs with fund enerated 
depreemtion allowance 
above a year ago, corporations also added to flecting principally the 
inventor at a substantial rate in the first half of 
After allowing for 


ventori 


from immternal 
and retamed profit te 
steady advance im depreciation, the 
1O56 total volume of internal fund 


available to corporations 
value continued to rise in 1956 


seasonal influences the 1956 book 
increased at an annual rate of S7 billion eom \s mia be eon from thre lowe! panel of thi 
a rise of $4.6 billion during the year 1955 After puce there ha 


midyear | net dollar addition to inventories was 
reduced, althoug! 


ehart on thi 
pared with 


been an uninterr ipted rise in deprecmiion 
sharply 
as indicated elsewhere in this Survey the Corporate Investment and 
interrupts work schedules in the summer months wa 
undoubted an inportant factor in the slackened pace Internal Financing 
id be noted that these dollar inventory change ine luce 
ot price imnecreiase whicl ont urred my the pe riod 8 age NS LARS 
ission: they differ in this re spect from inventory 40) 


CORPORATE NVES’ 
hown im the gross 


‘ 
ational product accounts whiel 


revaluation of inventories due to the mnfluence of 


rate of corporate use ol funds for plant and equip 


hook mventories in 1956 18 depicted 
hart, with the 1956 data shown at 
rates for comparison with prior 


eneh of} he last 2 eul tlie ou 


ese capital items reflected an ip 
and equipment and invento 
Inv for fy ed capital have been 
105 The annual rate of in 
ar amounted to $36 billion, $4 i 
previous record year 1951 wher 
imnder way 
i el holdin ot corporation 


follow: | eord breaking prance 


(*thtime eorporatiol 


ing on thei liey Wa 


i i 
olin 


rowth ol other 


7.9 Intlion me 
first 6 months of 1956, a 
easonal im nature, reflecting the | 
ederal tay rains, some of the hquidatiol 


weaVvy 


been u lo Keep investment program , 


hl Relative to ale thre mid vol 


va? @ montane 


AT 
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ohont hig . ' 

ancy. ( " ) were fairly well ma Lined th the excep 

re ae dens i j nV iar t ; are | two vears ie pre tio alloy i accountes 

) otai |} a ( ‘ ) ear! | ney | f . ad rising proportio 0 mrpori investment 

hand, were slight! y I ) ron er +] f | Ver W iat period through ’ } ving from | 


while div a 1946 to almo O ilf ‘ latter vear 
chart, the ‘ y arni retails by | 
. - ti ri 

IS BOMCWHIiI | r the t , , ) ( } . . = 
, : table proportion of investmer t! period from 1950 


ately bye low } V j ( i } ! rif i ) il } j 1 | 
ari wi through 1955, fluctuating narrowly around 30 percent 


' 


retained earnings ha L ted for a fairly 


0 —— a ) a= This proportion was substantially lowe: an in the earlies 
of corporate , aT v7 n — postwar per od when retained et i! accounted for one 
proportior oe ol half of the flow of funds for inv: 

four fifth 1 if ! A ( | ry y generated TI 
firnd This 

all other po 

which wt 

general bu 


Phus fay n 1956. both reta 


tion are lower relative to investn 


tributed earning lightly lowes 


I f rn depreciation allowanes 


investment 


Dable l.—Sources and Uses of ¢ orporate Funds, 1952-56! 


Total source 


tetaine 


heal 
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Discrepancy ‘ ‘ Source 
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Factors in the rise of internal funds 


ors account for the continuous rise in funds avai! 

om depreciation reserves over the postwar period 

been the steady expansion of the volume of plant 

lipment in use which has reflected the unprecedented 

f business spending for fixed assets. At the end 

book value of corporate gross fixed assets was 

$300 billion, compared with a total of $138 billion 
d of 1945 

factor contributing to the expansion of depre 

ces has been the changes incorporated in the 

ith respect to methods allowable In computing 

Under the emer 

1O50 Revenus \et 


permitted to write off over a 5-veai period 


luection for tax purposes 


on provisions of thi 

of the costs of new plant and equipment 
ur for defense \t thre pre aent 
ion closed for major segments of the pro 


purposes 


volume of about $22 billion of plant and equip 
n certified as eligible for fast write-off 
the total estimated plant and equipment co 


a projects 

tantial number of the certified project those 
150-51 have reached or are approaching 
rated schedule thre 


amortization program is now close 


vrite-ofl under the aecel 

emervenc’ 
ct in terms of its contribution to total deprecia 
amortization allowance \ rough estimate indi 
! year corporations may ¢ laim in the neighbor 
rapid 
nore than in 1955 and § 


allowance claimed in 1954 These allowances 
current level for the 


‘ 


$3 billion of amortization allowance 


billion above the emer 
may be 
to remain at or close to the 

ir or so, after which a rapid decline will set in (unk 

course, certification should be renewed on a sizable scal 
In 954, the po ible 
on a permanent basis more rapid depres than had 
been allowed, although not nearly so rapid is 
There are no comprehensive 
data aval the impact of this 
revision on depreciation allowances, although for the near 
over the next least thus 
tend to push depreciation allowance 


revenue laws were revised to mak 
jation 
pre ViIou ly 
under 5 il program. 
vet from which to assess 
term that 1s several years at 
new provision will 
ipward 


Industry differences 


There is a substantial difference among industries in then 
dependence on internal funds in meeting financial require- 
ments \ broad outline of these differences is indicated in 
table 2 for manufacturing and for all other groups combined 
A few words of explanation are needed before examining the 
data. First, it is necessary in discussing industry differences 
in internal versus external financing to use some concept of 
total uses of funds since industry differences in noninvestment 
uses (such as in increases in receivables and liquid assets 
may affect the financing picture. The total dollar require 
ments on which the percentages in table 2 are based are mad 
up of plant and equipment expenditures plus changes in total 
current assets /ess changes in total current liabilities. Thus 
they differ from the total investment data used in the chart 
which include spending on physical assets only. 
‘External long-term financing’ 
residual derived by subtracting from total financing the 
amounts raised through internal sources It therefore in 
cludes a small sum reflecting the statistical difference between 
total sources and uses Analysis of the 
disere pancy suggests that the pro 


Second, the column is a 


as shown in table | 
factors ¢g ing rise to thi 


cedure used does not distort the broad picture presented in 
table 2 

It is clear that manufacturing corporations depend much 
more heavily than nonmanufacturers on internal sources in 
meeting Throughout the postwar period 
manufacturers have in all years but two 1951 and 1952 
of their requirement 
moreover, more volatile 
Whereas im 1950 
atisfied internally, thus 
two-thirds during 1951 and 


requirements 
taken care of three-quartet or more 
from internal 
in their demands on external 
nine-tenths of need 
proportion dropped to about 


<OuUrCEeS The \ are 
oures 


they were 


1952 when requirements were stepped up substantially 


lable 2.—Ratio of Internal and External Sources to Total Long- 
Manufacturing and Non 


term Financial Requirements, for 


manufacturing Corporations, L9t6-56 


Manufacturing firms 


146 
104, 

1048 
10440 
150 


All other firms 


In contrast, the nonmanufacturing group sati fil from 
60-70 percent of requirements from internal funds through- 
out the postwar period It may be noted that the principal 
difference in the level of the relative contribution of internal 
financing to financial requirements reflects the greatet pro 
portionate share of retained earnings for the manufacturing 


yroup 
External Financing 
With investment re quirements in 1956 msing more sharply 
than usternal funds venerated from current operations, cor 


porate DUSsINESSes « <panded ther demands on external source 
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| «al ‘ considerable deg high 


on new issues included in table 
As may be Seen the re, net mew ssl ! pan security anil 
1956 amounted to $3.5 billion, $500 n 


thr comparable period of 19 


volume of finance com 
omuch a net demand for 

new funds 3 , wing of bank loans which served a 

> In \ \ } ith temporal! 

heavy flotations in the eurrent half yeut kel rie ‘ | - and l . 4 urable Con 

iflow of funds from securit il m tl ful en . 


demands of consumes 
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through security flotation 
’ nonfinancial 
market sale 
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Vanufacturers lead new issues increase 


c utilite eluding communication 
roup raising money year-in and vi 


rities market with net ile in Like 


Corporate Securities—New Issues 
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ajor Shift by Area in 


Foreign Aid in Fiseal 1956 


[ NITED States Government net grants and long- and ucts or to third countries Hlowever, the amounts are no 
short-term credits to foreign countries exceeded $5 billion incorporated into the foreign grant and Clong-term) ered 
in the fiseal vear 1956, equal to about one-fifth of the total data presented in this article until the foreign currencies a 
payments to foreigners in the United States balance of pay actually expended for these purpe 

ments in the period. These Government transfers were up 

6 percent over the preceding year, The increase of about {yricultural exports financed 

$280 million over fiseal 1955 m total foreign grants and long 

and short-term credits marked a change in the downward Table 1 shows the net effect of these sales, on 

trend of deliveries and disbursements from the postwar peak with “nonmilitary’ grants and credits, on ineres 

1 veurs nyo resources of fore hh eountinrn ity fase al vears | in 

Since other United States private and Government pay The short-term dollar credit extended by the U.S. Go 
ments abroad principally for imports of merchandise and ment through the sales programs was equal to an a 
private investments rose more, the importance of Govern one-eighth of “nonmilitary’ assistance as reported 
ment grants and capital outlays in the entire balance of year 1955 and to over one-fourth last year, OF 
payments was somewhat lessened million currencies used by the Government in 

The rise in Government transfers was the result of en fiscal year, $375 million was dishursed for, on 
larged military supplies and services, as reported deliveries “nonmilitary’’ grants and (long-term) eredit 
under the mutual defense assistance program rose to approxi Sales of farm products in fiseal your 1956 wes 
mately $3 billion in the vear under review Deliveries of entirely under the provisions of the Mutual 
military supplies and services during the past fiscal year $372 million) and the Agnreultural Trade D 
comprised 60 percent of the total net assistance, compared Assistance Act ($456 mullion \nnual dish 
with 54 pereent io fiseal 1955 CGaovernment-leld foremn curren vere much g ter une 

Net outflow of Government funds through monmilitary the former program (8288 miallion) whieh tx in 105 
crants and capital transactions decreased almost one-tenth than under the latter, through whu ' ene 1 rramcle 
last vear, declining from the equivalent of ll percent of February 1955 
United States for wh pavinents in fiseal 1955 to less than 0 Avr ultural commodity ( vs ‘ i ne odie 
pereent. They still contributed very materially to aug 
menting the physical resources available to many countries 


Foreign Assistance 


to assist them in the reeovery from recent hostilities and to 
hasten them economie development 

Net transfers of “nonmilitary’’ grants and long-term BILLIONS OF DOLLARS 
credits in the fiscal vear 1956 were the lowest since VJ Day ae 
totaling $1.6 billion, down $350 million from the preceding MILITARY 
12-month period. Disbursements fell off generally in West GRANTS, WET ms 
ern Europe, except to Spain, largely because of the decline in THER GRANTS @ 
payments to France and the United Kingdom in support of Soeerrae, ae 
their military budgets. Increases in varying ratios were 
common elsewhere, with the exception of Brazil and Tran 


Short-term claims near $1 billion 


Net movements in short-term assets or claims of the | - 
Giovernment consist mainly of collections of foreign cus 





reneies or receivables and then disposition, and supplement 
or offset the changes in net grants and eredits otherwise dis 





bursed by the Government m aid to foreign countries, Fo: 
the most part these movements have been directly related 
to the foreign and programs Since mid-1953 they bayve 
reflected the Government's net acquisition of almost $775 
million in foreign currencies and receivables from the sale of 

1.3 billion of agricultural commodities At the end of 
1O56. the total of all (hovernment short term fore wrth 

is a record S950 million 


three-fourths of the proceeds of the foremn curr 











aequired in the past 2 years are to be used to provide 195% 
wnicl eredits 


to the country purchasing the farm prod- 
FISCAL YEARS 


(+t Hk BALANCE OF PAYME? 





Is 


omniponer hioork anh Ube 


hided $87 foodstufl 1 cotton famine a Although Export-Import I 
therurges 0 i et aut ! ( i | vere olf 37 rhibil utilization of mu I ! LOLS 
broad fro 7 y edit Ce raat ie ( til increased $1L0% including $85 1 road 
[I] of the : eult il “Track eve er and \ | for multilateral trac and economic develo) rom foreign 
Net Donaty oodstulls « on \ ol currencies obtan nder the Agricult | Trad evelop 
nt vol init | it ) i niio ( il | ment Act 


Nation ‘ ! fi ‘ plane f ound tf I Repayment last fise al year totale S511 millon $5) 


million over the preceding 12-month pu ‘ rincipal factor 


in this rise were the inereased returns o na e silver 

fable L.—t nited States Government Net Nonmilitary borcign borrowed during id pomediatelyw afte World W I] 
Crants and Credits! and Changes in Short-Term Claims, biscal cheduled for 

Years knded June WW. 1955 and 1956 


and 


return in 1957, and the accelerated repayment 
of $26 million from France on the balance of merchant ship 
ales credits extended in the early po I 
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CHEMICALS AND ALLIED PRODUCTS—Continued 
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FOODSTUFFS AND TOBACCO—Continued 
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Yoasio Data 


ON THE NATIONAL ECONOMY 





The National Income and Gross National Product Series 


BBUSINESS MANAGERS and analysts, 
economists and students use NATIONAL 
Income as a basic guide—a necessary sta- 
tistical tool in the determination and evalu- 
ation of long-term business and financial 
trends. 
“Se Sie 

A Regcorp covering two decades is 
available in the definitive; NATIONAL INCOME 
volume, which provides a complete anno- 
tated description of the national accounts 
back t 1929. For handy reference, its 
comprehensive statistical tables are accom- 
panied by an explanation of fundamental 
concepts and underlying procedures, 


* 7 * 


This volume fully explains the muthods 
which the Department of Commerve has 
designed to form an inter-related system of 
national economic accounting. The his- 
torical statistics provided in NaTIoNaL 
INcoME constitute the background data to 
which all other official national income and 
gross national produci series are keyed. 
The National Income Supplement is essen- 
tial as a base-book for use in connection 


with the more recent statistics presented in 
the monthly Survey or Current Business. 


Nationa Income is a publication of the 
Office of Business Economica, which com- 
piles the official quarterly and annual income 


Fon » Coussdcda SaaiL MMI 
economy after 1929~er Gun gaetane Ae 
the latest July’ Sunvey to establish @ - 
detailed and authoritative record up to 
this year—order a copy of the 


Saas Income 


to the SuRVEY or CURRENT er Pome: : : 
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hail from the wT mts, 








"Price $1.50. 1p Soren 





